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"Credit Unions: Protecting America's Communities
in an Age of Change"
Senator Max Baucus
Credit Union National Association
Washington, D.C.
February 27, 1996
Thank you, Nancy. Good morning, everyone. I am grateful to you for inviting me to
speak with you today, and I want to give special thanks to CUNA President Chuck Zuver.
Also, of course, give special greetings to Herb Walberg, our Montana Credit Union
Network President, along with Vice President Bob Pyfer and all the rest who made it out from
Montana today.
AGE OF CHANGE
We live in a volatile age. In the last two years, the country has considered and rejected
radically different changes in our basic institutions, from the Clinton health plan to the Gingrich.
"revolutionary" agenda. And that reflects some more fundamental changes in the world. Before
I turn to their implications for credit unions this year, let me step back a bit and try to put our
present situation in context.
When I was in college back in the early 1960s, I had no plan to go into public service.
I wanted to be a mathematician.
But I did have an interest in broader issues. And I remember an essay by the Nobel Prize
winner Erwin Schrodinger, a pioneer of quantum mechanics who had come to the U.S. from Nazi.
Germany before the war, which touched on them in a very interesting way.
He said the assembly lines and mass production which then dominated our industries
would soon vanish. Advances in computers and automation, he predicted, would liberate people
from assembly lines and free them to work with their brains. As he put it, "the machine must
take over the toil for which man is too good."
In many ways he has been proven correct. The assembly lines of his day have given way
to industrial clean rooms and automated assembly. One company printer does the work that used
to require fifty typists. Middle-class families have more luxury and consumer goods than ever -
- from telephones, to stereo systems, advanced television sets and home computers.
And other things happened which he did not predict. For the first time since Hitler took
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power in 1933, we have no powerful foreign enemy. Because of advances in medicine, we live
longer and suffer fewer diseases. And the environmental laws passed since 1970 make our air
and water cleaner and healthier than they have been since the Industrial Revolution.
AGE OF INSECURITY
These changes are generally for the good. But within them are the causes for our national
dissatisfaction and anxiety, and the reason the country has considered such big changes in basic
institutions in the past few years.
The replacement of assembly lines by computers and robots makes it hard for someone
without a college degree to find a job that pays a living wage. The rise of crime, the family
breakdown, and the sense of lost community our country from which our country suffers stems
at least in part from this fact.
Likewise, the end of the Cold War and the failure of communism has created growth and
development in once-poor Asian, East European and Latin American countries. That means
fewer Americans must risk their lives abroad, and gives us new opportunities for exports. But
it also creates new sources of competition.
Even better medicine and longer lives mean higher health costs and more difficulty- for
young people trying to break into the job market.
THE SOLUTION
So, altogether, it is easy to see why so many Americans are insecure and angry. But it
is harder to find the solution. We cannot stop the march of technology. We cannot refuse to
trade with the world. It is inconceivable that we would abandon the advances of modem science
and medicine.
The right choice is more fundamental and more long-term. We need to improve education
and make sure all our children have the chance for a college degree. We need to make success
easier for businesses by balancing the budget, thus reducing interest rates, and eliminating
unnecessary regulations.
And we need to do a better job of promoting savings. The United States has the lowest
savings rate of any industrial country. That means less capital and thus higher interest rates for
businesses and homebuyers. It means we are less competitive compared to foreign countries and
will suffer higher trade deficits. It means less investment, less commercial research and
development, and ultimately a weaker America whose next generation will suffer a lower standard
of living.
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ROLE OF CREDIT UNIONS
And that is where credit unions come in.
Back in 1934, your movement began as a way for ordinary folks to help themselves. To
get credit and have a safe place to put your savings, at a time when banks were going bust and
found loans to individuals and small businesses too risky.
You are true to those principles today. Credit unions have one purpose -- to serve your
members. And while some of you are now very big and very successful, you still exist to give
ordinary folks lower-interest home mortgages, car loans, small business start-up loans and higher-
interest savings. When there's trouble -- for example, when federal employees needed a hand
during the government shut-down -- credit unions are there to help.
And you do something even more important. You help us preserve community. All over
Montana, small credit unions help their small business, student, farmer or retiree members find
opportunities at home under the Big Sky. That is why 303,000 Montanans -- just about half of
us -- are credit union members.
Back in 1937, we recognized the value of that service and exempted credit unions from
taxes. And just as we have always seen the importance of mortgage interest deductions for the
American dream, Congress has recognized the importance of credit unions to our communities.
With the exception of President Clinton, every President since Eisenhower has tried to abolish
the exemption, and every Congress has refused.
CONGRESS TAKES ANOTHER LOOK
Times change, though. Three long-term trends are making Congress look harder at the
tax exemption than ever before.
First, to balance the budget, we need revenue. The government has to live within its
means, and Congress has the responsibility to look at every place to cut and every source of
revenue.
Second, in the past decade Congress eliminated or reduced a lot of the distinctions
between banks, savings and loans and credit unions.
You now have the same reserve requirements on transaction accounts as banks and thrifts.
You have the same discount and borrowing privileges from the Federal Reserve. And you have
broader investment powers.
As a result, and because of the good service you provide, credit unions are expanding.
You have more members, and offer most of the financial products that banks or S&Ls can
provide. And like the broader changes in the country, good news comes with a price. It opens
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you up to the argument that credit unions are the same as than banks and should be treated like
banks. And because of that, some Members of Congress -- particularly the newer ones -- are
asking more questions about the tax exemption for credit unions.
Third, Congress may well rewrite the entire tax code in the next few years. The public
has valid complaints about the tax code and the IRS. As a result, you've all seen proposals for
"flat taxes," national consumption taxes and the like. If they turn into serious legislation, all of
today's deductions, tax credits and exemptions will get another look.
RECORD OF THE NEW CONGRESS
None of these trends will disappear soon. They are long-term issues which credit unions
should follow very closely. But for this year, my guess is that the tax exemption is safe.
First of all, the new "revolutionary" Congress is hardly a model of efficiency. It reminds
me a bit of the teenager who sits around dreaming of conquering the world, but in reality can't
even clean up his own room.
That's about where the new Congress stands. With all the shouting and the tie-pulling,
it has passed very little. And it is way behind on the basics. Nearly six months into the fiscal
year, five of the thirteen appropriations bills which pay for defense, national parks, education,
highways and so forth remain unfinished. And they have barely made a start on this year's bills.
This has grown beyond an embarrassment. It now threatens the economy. Instead of
normal year-long appropriations, we have month-long "continuing resolutions" to fund large parts
of the government. We also have periodic threats to shut the whole thing down again or
drastically raise interest rates by making the government default on its debts.
Altogether, that means terrible uncertainty for every financial institution and every
business with a government contract. It is no surprise that as a result, our national economic
growth fell very sharply towards the end of last year and that the danger of recession has grown.
But from the point of view of credit unions, a Congress that can't meet its basic obligations is
unlikely to succeed in major reform of the tax and financial regulation laws.
Second, on the biggest issue of all -- the budget talks -- credit unions have fared
reasonably well. And since the discussions so far have preserved the tax exemption, my guess
is a budget agreement would be good for all of you.
THE BALANCED BUDGET
And I believe it is possible, because the two sides really are not so far apart.
In January, the Congressional leadership asked President Clinton to present a seven-year
plan for a balanced budget. They wanted it "scored," as the jargon has it, by the Congressional
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Budget Office rather than the Office of Management and. Budget. The President did that. That's
where the talks stood at the end of the government shutdown, and that's where they stand today.
With two different balanced budgets on the table, we simply need to find a set of figures
in between. We need to reduce the cuts in Medicare, Medicaid, education and environmental
protection, while scaling back tax breaks to some extent. Differences on policy and principle
rather than numbers should be put aside for the time being, so we can reach the mutual goal of
a balanced budget. It may not be easy, but I just cannot believe it is too hard to do.
CONCLUSION
As the debate continues, our country does have some difficult choices ahead. But
balancing the budget -- like improving education, like competing in world trade, like raising the
savings rate -- is a challenge we can meet.
My parents' generation faced much sterner tests: the Depression, mass unemployment,
World War II, the threat of atomic warfare with the Soviet Union. They brought our country
through those decades. And they left it to us, on balance, a healthier, stronger and more
prosperous nation.
Your credit union movement was a part of that. Communities across Montana and across
America bear witness to how valuable you are. Your growth and dynamism shows how
important you remain. And just as credit unions helped bring us out of the Depression and into
a new era of prosperity, so you will help us through our difficulties today.
I have been proud, throughout my career, to work with you and help make sure your
industry's future is even better than its past. And I look forward to working with you for many
years to come.
Thank you all.
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